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ABSTRACT

In recent years U.S. exports of agricultural products have become a much more

important component in the success of the U.S. agricultural industry. Many U.S.
agribusiness who export or have the potential to export face tremendous barriers in foreign
markets. Federal programs have been developed to help U.S. agricultural exporters to
overcome these obstacles. The Foreign Agriculture Service (FAS) of the United States
Department of Agriculture(USDA)implements such a program, the Market Promotion
Program (MPP). This study is divided into two parts; the first of which assesses the

allocation of MPP funds to determine whether they are allocated in a biased fashion
towards large firms who may substitute these funds for their own private funds, and the
second which looks for differences in the knowledge about and use of export assistance
services according to firm size and level of export experience. Data for the study were

collected from FAS and from a survey of 1993 MPP participants concerning their

perception towards exporting, export assistance, and some basic firm characteristics.
The results indicated that there was in fact a difference in the effects that firm

characteristics had on the allocation of funds according to whether the firm was large or

small. Results suggested that large firms are more familiar with export assistance services
available and tend to use these services more than small firms. The results also suggested

that more experienced exporters were more familiar with and used more services than
those firms who were less experienced exporters.
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CHAPTER 1

INTRODUCTION AND LITERATURE REVIEW
1. Introduction

The decades of the 70's and 80's saw the U.S. economy become very much more

involved in a much larger and more competitive globalized economy. This has made
international trade with foreign countries vital to many U.S. businesses, and the

agricultural industry in the U.S. is no exception. The success and survival of many U.S.
agribusinesses depends on their ability to compete in foreign markets. The U.S. exports

agricultural commodities all over the world, but as competition in foreign markets grows
the U.S. must increase its market share in existing markets and develop new markets.

In the past the U.S. has exported primarily bulk commodities (i.e., wheat,

soybeans, etc.). However, in recent years there has been a push towards the exportation
of higher-value agricultural products (i.e., processed grains, etc.), which creates more
U.S. jobs and helps strengthen the U.S. economy. Exporting U.S. agribusinesses face

many barriers in foreign markets which makes it difficult for them to successfully export
their products. These U.S. agribusinesses are therefore forced to develop promotional
strategies which will enable them to survive in foreign markets. Promotional strategies
require a significant amount of resources, and many small to medium size agribusinesses

may lack sufficient resources which will enable them to conduct successful promotional
activities. In order to assist agribusinesses which lack sufficient promotional resources, the
1

Foreign Agriculture Service (FAS), which is a part of the United States Department of
Agriculture(USDA), has developed a program which provides resources that will enable

agribusinesses to conduct promotional activities in foreign markets. This program is called
the Market Promotion Program (MPP)and provides funds for both generic and branded

promotion of U.S. agricultural products in overseas markets.
Recently FAS's allocation of MPP funds has come under some question. It has

been suggested that MPP funds be targeted toward small to medium sized firms, since
large firms are more likely to possess the needed resources required to successfully
promote their products in foreign markets. It has also been argued that providing
promotional support to firms that possess adequate resources would not result in increased
promotion by these firms but rather a substitution of government funds for private funds.
However, if funds were provided to firms who lack the necessary resources, then

promotion and eventually the U.S. market share would be increased in export markets.
Such suggestions have raised many policy questions. If large firms only substitute federal
promotional funds for private funds that they would have spent anyway, then clearly this
does not increase promotion in foreign markets. Therefore a logical first step in the
evaluation of the MPP would be to address the question of whether funds have been
allocated in a biased fashion toward large agribusinesses.

If a goal of the export assistance programs is to provide special assistance to
smaller firms or less export experienced firms, then an understanding of how knowledge
about and use of services varies across firm size and export experience is of importance.

This study examines two issues (1) allocation of MPP funds across firm size and export
2

experiaice and (2) knowledge about and use of export assistance services across firm size
and export experience. This thesis is divided into two articles that address these issues.
2. Literature Review

The body of literature concerning export promotion programs is divided into three

general categories: disaggregate descriptive time-series studies, aggregate time-series
studies, and studies conducted on survey data. Disaggregate descriptive time-series studies
will be reviewed first. Disaggregate descriptive time-series studies are defined to be those
studies that provide summary statistics of promotional expenditures with respect to the

government-sponsored programs to which they were allocated. The second set of articles
to be reviewed are the aggregate time-series studies. These studies used econometric
methods to analyze conducted on promotional data aggregated to include all export

promotion programs. The last set of articles reviewed will be those that use statistical
methods to analyze survey data collected from individual agents.
Disaggregate Descriptive Time-Series Studies

Spatz (1989) considered the activities and expenditures of coordinated State and
Federal commodity promotion programs. The objective of this study was to describe the
activities and extent of coordinated promotion programs for agricultural commodities.
Coordinated promotional programs consist of federal and state marketing orders, state

checkoff programs, individually legislated promotion programs, and national commodity

organizations. Coordinated promotion programs, unlike private promotion, are designed
to be generic. Generic promotion is designed to benefit all producers of the promoted

commodity by increasing total foreign demand for these commodities produced in the U.S.
3

Alternatively, branded promotions are designed to benefit individual producers by
supposedly influencing the allocation of the U.S. market share among producers.
Various government programs support export promotion of agricultural goods
because economizes of size and the long-term nature of returns on export market

development often prevent producers and processors from having adequate resources to
conduct significant promotional activities. A great deal of export promotion is conducted

by national or regional commodity associations. These associations are funded by state
and federal governments. Two such programs initiated by the FAS are the Targeted
Export Assistance Program (TEA) and the Foreign Market Development Program

(FMDP). The TEA's goal is to aid U.S. producers disadvantaged by foreign trade

policies. The FMDP's goal is to develop and maintain long-term access to foreign
markets. Many producers belong to cooperatives, and these cooperatives often conduct

export promotion of their own. In this case promotion is branded and designed to benefit
only those producers supplying the cooperative.

Spatz used state and federal promotional data to do a case study of four commodity
export promotion programs. The four programs; U.S. Wheat Associates, National Peanut
Council of America, Washington Apple Commission, and California Raisin Advisory

Board aU promote commodities exported by cooperatives. The California Raisin Advisory
Board and the Washington Apple Commission are state checkoff programs. U.S. Wheat
Associates and the National Peanut Council of America are national commodity agencies
supported by state checkoff programs.

The case study of U.S. Wheat Associates revealed that wheat promotions have
consisted of: trade servicing activities educating overseas buyers; technical assistance

activities that educate overseas processors and handlers; and consumer promotions. The
dominant market development strategy used by the National Peanut Council of America

was gaieric consume promotion designed to associate quality with peanuts of U.S. origin.
Export promotions by the Washington Apple Commission have mostly consisted of generic
promotions targeted at foreign consumers and wholesale buyers. The California Raisin
Advisory Board divides its export promotions between generic and branded depending on
how the raisins are used. Branded promotions are limited to packaged raisins purchased

directly by consumers and generic promotions are conducted on packaged products as well
as bulk sales to food processors.

In general, Spatz concluded that commodity promotion depends on the

characteristics of the commodity being promoted. Bulk commodities benefit from

promotion that represents all major producers. Spatz suggested that product promotion
may differ according to target markets. Some development activities will have the goal
of establishing a position in a new market while other will be designed to increase the size
of an established market. Spatz also suggests that generic and branded promotions can

work togethCT to benefit producers. Generic promotions can help the overall U.S. position

in foreign markets and individual firms can affect their market share with branded
promotion.

Henneberry, Ackerman, and Eshieman (1992) examined U.S. government non-

price export promotion programs. Their objective was to identify how FAS's two major
5

non-price export promotion programs, FMDP and the TEA program, have been allocated

among development activities, commodities, and regions. Summary statistics were used
to determine how program expenditures were allocated. The focus of the study was on
FAS's two major non-price promotion programs, FMDP and TEA program.
Market development activities include technical assistance, trade servicing, and

consumer promotions. The technical activities included informational activities conducted

by exporters to point out specific uses for U.S. products. The trade servicing activities
were defined as all traditional activities associated with product sales (i.e., educating

potential retailers and wholesalers in foreign markets as to the reliability of the U.S. as a

supplier). The consumer promotions consisted of in-store demonstrations as well as
generic and branded advertising. The export markets were grouped into seven regions
according to geographic location: Pacific Rim, Western Europe, Eastern Europe, Middle
East, Africa, Latin America, and North America. Production similarities, trade, and

commodity usage characteristics were used to aggregate commodities into five
classifications: Horticultural Products, Livestock Products, Traditional Commodities,
Other Commodities, and Non-Food Commodities. In addition, program expenditures were
also divided based on the economic development of the targeted country. Countries were

placed into one of three development stages; highly developed countries (HDC), less
developed countries (LDC), and countries in transition from LDCs to HDCs were
classified as newly industriali2ed countries (NIC).

The analysis revealed that of market development expenditures for the FMDP,
excluding administration costs, trade servicing activities accounted for 30%, technical
6

assistance 37%, and consumer promotions 34% from 1986 to 1988, respectively.
Consumer promotions accounted for 90% of TEA expenditures, one third of that was

branded promotions, while less than 5% went to trade servicing and about 6% to technical
assistance. Traditional Commodities(wheat, soybeans, feed grains) received the majority
of FMDP funds (55%) with Livestock Products receiving (16%) and the Non-Food

category receiving (11%). The promotion of Horticultural Products (fruit and vegetable
products) accounted for 53% of TEA funds with Livestock Products (14%) ranking a
distant second.

The regional analysis indicated that the Pacific Rim received the majority of FMDP

promotional funds(39%) with promotions to Japan receiving the largest allocation of funds
within the region (17%). TEA funds were allocated in much the same way with 53% of

promotional expenditures going to the Pacific Rim and 37% of that going to promotions
in Japan. LDCS received 41% of FMDP funds while 75% of TEA promotional

expaiditures were allocated to HDCs. In general, the summary statistics lead Halliburton
and Hoindjerry to conclude that while a significant portion of TEA funds have been spent
on consumer promotions in highly developed countries, FMDP activities have been
conducted in both highly and less developed countries with promotions to LDCs
emphasizing technical assistance and promotions to HDCs focusing on consumer
promotions. Summary statistics indicated that promotional funding from the two programs
have also focused on different commodity classes, with the FMDP focusing on traditional
commodities while the TEA program focused on horticultural products.

Halliburton and Henneberry (1993a),(1993b), and (1995) have conducted a series
7

of studies addressing export promotion programs for commodities such as; peanuts, red
meat, and bulk vs. value-added products. This group of studies disaggregated promotional

expenditure data according to: promotional programs, development activities, and export
markets. The objective of these studies was to desegregate expenditure data for different
commodities and look for patterns or trends that might give new insights as to the

directions future research may need to pursue. This technique of analysis was very similar
to that of Henneberry, Ackerman, and Eshieman (1992).
Emphasis in these studies was placed on two FAS programs, the Cooperator
Market development Program (CMDP) and the Targeted Export Assistance Program
(TEA). The CMDP is one of the two government-sponsored export promotion programs

that make up the FMDP. As of 1990 the TEA program was replaced by the Market
Promotion Program (MPP). Since the data in these studies range from 1986 to 1991, it
should be noted that focus was placed on CMDP and TEA/MPP funds. Due to data

limitations, analyses of market development activities were restricted to the period 1986
through 1988.

Market development activities included technical assistance, trade

servicing, and consumer promotions (branded and generic). The technical assistance
activities were defined as those activities used to point out specific uses for U.S.
commodities in foreign markets. The trade servicing activities were defined as those
activities designed to expand U.S. exports through increased market information. The

consumer promotions were comprised of in-store demonstrations as well as generic and
branded advertising. Export markets were aggregated into regions according to their

geographic location. Only those regions which received government funded promotions
8

for the commodity of interest were used in the analyses. In the case of bulk vs. valueadded products countries were also grouped according to their development stage: HDCs,
LDCs, and countries in transition between LDCs and HDCs were categorized as newly
industrialized countries (NICs).

Halliburton and Henneberry (1993a) gave an overview of the U.S. trading position

in the international peanut market and government non-price promotion programs for

peanuts. Their objective was to determine the allocation of FAS funds used for the
foreign market promotion of U.S. peanuts.
A large portion peanut promotion funds from these programs go through the
National Peanut Council of America (NFCA). The NPCA, in an attempt to increase

export sales, has conducted various promotional activities in foreign markets. The NPCA
receives a considerable amount of funding from these FAS programs. The export regions

were: Western Europe, the Pacific Rim, the Middle East, and Latin America.

The analysis revealed that trade servicing activities only accounted for 1% of TEA

expenditures comp>ared with 11% of CMDP expenditures. Technical assistance activities
accounted for 6% of CMDP expenditures for peanut promotions as oppesed to only 2%

of TEA expenditures. The majority of FAS funding received by NPCA was allocated to
consumer promotions, 94% of TEA funds and 47% of CMDP funds. Branded promotions
comprised the majority of TEA funds (76%), while only about one third of the CMDP
expenditures were on branded promotions. The Western Europe region received the
largest pwrtion of promotional exp)enditure from both programs, 84% of CMDP and 83%
of TEA funds. The authors expected this to be the case and suggested that the reason for
9

this is that the HDC's of this region have more discretionary income to spend on such

snack foods as peanuts compared to LDCs. In general, the summarized results showed

that the majority of government funded foreign market development activities for peanuts
have been concentrated in highly developed countries in the form of consumer promotions.
Halliburton and Henneberry (1993b) again looked at FAS promotional funding in

order to give an overview of U.S. non-price export promotions of red meat. Their
objective was to gain a better understanding about the allocation of government export
promotion funds for red meat.
The U.S. Meat Export Federation (USMEF), the U.S. meat industry's

representative in international markets, has in recent years increased its promotional efforts
in foreign markets. FAS programs are major supporters of USMEF promotional activities
abroad. The export regions were: the Pacific Rim, Western Europe, Latin America, the
Middle East, Africa, Eastern Europe, and North America. Canada, although a major

importer of red meat from the U.S., is considered an extension of the U.S. market and is
excluded from export promotions and therefore was not included in Halliburton and
Henneberry's analysis.

The analysis revealed that of all TEA expenditures 86% were generic consumer
promotions while only 3% were branded promotions. No branded promotions were
conducted with CMDP funds, but generic promotions accounted for 28% of all CMDP

expenditures. Generic promotions made up the largest category of CMDP expenditures
excluding administration costs. Trade servicing activities accounted for 24% of CMDP

funds while only 6% of TEA funds were used for such activities. Technical assistance
10

accounted for 8% and 3% of CMDP expenditures and TEA expenditures respectively.

Administration costs represented the majority of CMDP expenditures(40%)as opposed
to only 1% of TEA expenses. Regional analysis indicated that the highly developed and

newly industrialized countries of the Pacific Rim received the majority of governmentsponsored non-price export promotions of red meat from 1986 to 1991 with Western
Europe placing a distant second.

In general, these summary statistics gave rise to the conclusion that an
overwhelming portion of U.S. red meat non-price promotion conducted in foreign markets
has taken place in the Pacific Rim in the form of generic consumer promotions.
Government export assistance through the non-price promotion programs has been an

important aspect of the U.S. industry's involvement in international meat markets
(Halliburton, Henneberry, 1993).

Based on their 1993 study, Halliburton and Henneberry (1995) conducted an

analysis involving government non-price export promotion programs for wheat and red
meat. The objective of the study was to reveal any fundamental differences in market

development strategies between bulk and higher valued products. In recent years, the U.S.
Meat Export Federation (USMEF)and U.S. Wheat Associates(USW) have conducted a
variety of promotional efforts for their respective products.
Export markets were the same as in the author's 1993b study concerning only red

meat. This study goes a step farther than Halliburton and Henneberry's two 1993 studies

in that promotional expenditures were also divided according to the development stage of
the targeted country (i.e., HDCs, LDCs, NICs). The authors suggest that the demand for
11

wheat and red meat can be a good indicator of a country's development stage. An LDC

will usually only be able to afford wheat and other grains. As the country develops,
income rises, the standard of living increases, and thus creates a demand for higher value
products.

The analysis revealed that trade servicing activities accounted for 17% and 24% of
CMDP expenditures for wheat and red meat respectively, while less than 10% of
TEA/MPP funds were spent on trade servicing activities in the promotion of either

product. Less than 10% of CMDP and TEA/MPP funds were allocated to technical
assistance activities promoting red meat, while 31% of CMDP expenditures and 21% of
TEA/MPP expenditures were allocated to technical assistance activities promoting wheat.
Generic consumer promotions represented more than 75% of TEA/MPP expenditures that

went to the promotion of wheat and red meat. These promotions accounted for 28% of
CMDP expenditures allocated to the promotion of red meat. Evaluation costs of
TEA/MPP were minimal, while administrative costs accounted for almost half the CMDP
expenditures.

The regional and development stage analysis revealed that 60% of red meat

promotions conducted with CMDP funds has taken place in HDCs and the rest of CMDP
fimds have been evenly allocated between NICs and LDCs. Wheat promotions to LDCs

represented 75% of CMDP funds, while 14% went to HDCs and 10% to NICs. TEA/MPP
funds were allocated in much the same way with the majority of red meat promotions

going to HDCs and wheat promotions targeting LDCs. A comparison of the results
indicated that the majority of U.S. red meat export promotions have targeted HDCs and
12

have been in the form of generic consumer promotions. Wheat promotion, on the other
hand, has targeted LDCs with TEA/MPP funds focusing on generic consumer promotions
and CMDP funds being used mainly for trade servicing activities. From these results, the

authors concluded that marketing strategies that work for higher valued products may not
be as effective for bulk commodities and vice versa.

This concludes the review of the descriptive time-series analyses preformed on
export promotion data. Advantages as well as disadvantages are associated with these types
of descriptive studies. One such advantage is that they are essentially the first studies that

address the question of effectiveness in government export promotion by using dissagerate
data. These studies are designed to be inductive in nature. They let the data lead the

authors to new insights instead of testing theories. Descriptive analyses allow economists
to easily identify trends and fluctuations. Such studies can also point out areas where
further research may be quite beneficial. These studies lack theoretic foundation and
therefore have no theoretical hypotheses that can be tested. This significantly limits the

explanatory power of such analyses. Since the emphasis of these studies are on the
effectiveness of export promotion on exports, the lack of more sophisticated analysis leaves
these studies void of a measure of the effectiveness of export promotion programs.
Aggregate Time-Series Studies
Two studies make up the aggregate time-series segment of the literature. These
studies have included underlying theories along with econometric analysis in an attempt
to measure the effectiveness of U.S. foreign market promotion programs. The theory and

tools involved in these studies allow the authors to assess the responsiveness of export
13

demand to promotional expenditures. These analyses are more informative, in terms of
measuring returns at the margin and explaining the effect that promotion has had on export
sales, than the previously reviewed descriptive analyses.
Rosson, Hamming, and Jones (1986) applied regression techniques to aggregate
promotional data for apples, tobacco, and poultry. Their objective was to determine how

responsive export sales of these commodities were to their respective foreign market

development activities. This study focused on both producer and government funded
promotional expenditures. Emphasis was placed on total promotion only, no specific
promotional activities were analyzed.

A linear regression model was formulated using the method of ordinary least
squares. The model was developed for the purpose of testing the hypothesis that export

promotions have significantly increased export sales of these commodities. The empirical
model was generated from a theoretical model contending that export sales from the U.S.

to any particular region of the world are a function of: the U.S. export price of the
commodity, the prices of major competiting countries, expenditures for U.S. promotion
of the commodity, and income in the importing country. The income variable was

dropped from the empirical model due to insignificance in preliminary testing. The
coefficient of particular interest was the one corresponding to the promotion variable.
Promotional elasticities of demand were calculated to determine the effect a marginal

increase in promotional expenditures would have on export sales.
The data used in the model estimation were collected from various FAS and Food

and Agricultural Organization (FAQ)sources, and was annual data for 1972 through 1981.
14

The price variables were deflated by the agricultural trade-weighted exchange rate taken
from Longmire and Morey (1983). Individual country exchange rates were used to
convert competitors' prices to dollars, then the price was adjusted by the trade-weighted
exchange rate. Individual countries were aggregated into regions: European Community,
Western Europe, Middle East, East Asia, and Southeast Asia. Data transformations were

performed in order to eliminate possible problems with autocorrelation and
heteroskedasticity.
The empirical results revealed that the sign associated with the promotion
coefficient was positive for all three commodities and, thus, consistent with theory.
Statistical t-tests indicated the significance of the promotion coefficient for apples and

tobacco, but not for poultry. This result suggests that promotions have had a significant
impact on apple and tobacco exports, but not on poultry exports. The authors suggest that
although the response to poultry promotions has been positive but insignificant in the

aggregate, the response may be significant for certain individual poultry products. Mean

level price elasticities were shown to be inelastic for both apples and tobacco. When
translated into dollar returns, promotional elasticities revealed rather large returns for

promotional expenditures. On average, over the sample period, marginal returns per
dollar of export promotion were $60 and $31 for apples and tobacco respectively.

Although returns seemed to vary, the authors concluded that promotional activities for
apples and tobacco had been successful in achieving their goal of increasing export sales.
Solomon and Kinnucan (1993) assessed the effectiveness of government-subsidized

export promotion of U.S. cotton in the Pacific Rim. Their objective was to determine how
15

effective non-price export promotion has been in increasing exports of U.S. commodities

by using cotton as a test case. The analysis was limited to the Pacific Rim because
historically this region has accounted for the majority of U.S. cotton exports and has
received a considerable amount of export promotion in recent years. Promotions financed
through FAS funding were the focus of this study. Specifically, the objective of this study
was to determine a measure of correlation between CMDP expenditures and export sale
of U.S. cotton to the Pacific Rim. The CMDP has traditionally concentrated on the

promotion of bulk commodities (e.g., cotton). This program emphasizes long-term market

development where as some other FAS programs stress short-term sales gains. Most funds
for cotton promotions are allocated to consumer promotions and trade servicing (Solomon
1990). The authors suggest that effective export promotion will lower the shadow costs
associated with the promoted commodity, which will cause an increase in the demand for
the commodity.
Attention was restricted to the promotion-induced shifts in foreign demand curves.

Trade theory contends that any stimulation to the importing country's demand, ceteris
paribus, will cause an increase in the excess demand curve in the international market. An
extended version of the Armington trade model was developed to test the hypothesis that

promotional efforts have caused a significant increase in Pacific Rim countries' demand
for U.S. cotton. The theory that underlies this model posits that a purchaser's utility

function includes quantities of a good that are differentiable by country of origin. In

application this model becomes a two-stage allocation process. The first stage determines
a country's total demand for a particular commodity. Market demand is allocated between
16

competing sources of supply in the second stage. The authors decided to ignore the first

stage and concentrate only on the market share allocations between countries, implicitly
assuming that cotton promotions do not affect total demand. Realistically the assumption
that U.S. promotions only affect the U.S. market share and not total demand may be
inappropriate. Differences in short and long-run effects were also of interest, it was

hypothesized that the carryover period for promotion was longer than one year. Price and
quantity data used in the model estimation were collected from issues of World Cotton
Statistics. Aggregate export promotion expenditures for U.S. cotton were collected from
the National Cotton Council. DoUar exchange rates for specific currencies were collected

from the United Nations statistical year books. The study period ranged from 1965
through 1985.

Summary statistics indicated that Japan was the largest importer of U.S. cotton
from 1965 to 1985 and that the U.S. supplied about one-third of the cotton imported to

Japan during this time period. These statistics also revealed that the U.S. market in Japan

^jpears to be increasing along with the amount of promotional activities conducted there.
Six different market share models, representing the U.S. share of the cotton market in six

different Pacific Rim countries: Japan, South Korea, Taiwan, Hong Kong, Philippines,
and Thailand, were estimated. The market share models for Japan and Taiwan were

estimated using the generalized least squares method (GLS) due to problems with
autocorrelation. Models for the other countries were estimated with the ordinary least

squares method (OLS). Econometric results reveal R-square values ranging from .75 to
.89, suggesting that the model preformed reasonably well in explaining market share
17

allocation. As expected, the estimated parameters corresponding to relative price and

exchange rate variables were negative and consistent with theory. In general, the

significance of the lagged market share variable supported the hypothesis that the carryover
period for export promotion lasts longer than one year. Long-run promotion elasticities
predicted that a 10% increase in U.S. cotton promotions to the Pacific Rim would increase

the U.S. market share anywhere from .45% to 5.3% dqiending on the country. In general
the authors found that export promotions have been successful in increasing the demand
for U.S. cotton in Pacific Rim countries.

This concludes the review of aggregate time-series studies. Econometric models

fill some of the void found in descriptive analyses. The empirical models estimated in
these studies were based on economic theory which provides the researcher with testable

hypotheses. This theoretical framework increases the model's ability to explain observed
phenomena. Regression techniques provide tools that allow the researcher to measure the

marginal impacts of variables (e.g., elasticities), which was of particular interest in the
aforementioned studies. These types of analyses, however, are not without disadvantages.
The use of regression analysis requires the selection of a functional form. Choosing an
inappropriate functional form can often lead to empirical results that are incorrect. The
assumption of a proper functional form can be a major disadvantage of econometric
analysis. Another disadvantage to these studies were their generalized nature, that is

aggregate data were used to estimate the empirical models. The use of aggregate data may
prove sufficient for macroeconomic analysis, but disaggregate data would have provided
more informative results.
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Survey Studies

The literature concerning survey data has attempted to analyze individual
pCTceptions toward certain aspects of commodity promotion and assistance. Surveys are
designed to determine the attitudes of those who are the intended beneficiaries of export
promotion policies. Naidu and Rao (1993) identified differences in assistance needs

among firms at different stages of the internationalization process. They pointed out that
a major weakness of previous studies concerning export marketing behavior had been their

global nature, treating all firms alike. Their objective was to point out meaningful
differences among firms in terms of international experience, resources, degree of reliance
on export sales, and so on. The theory behind their approach was that differences among

firms according to their degree of internationalization offer useful insights to aid policy
makers in designing assistance efforts. The major hypothesis developed was that firms'
perceived export assistance needs are different depending on the level of
internationalization.

Data was collected from survey questionnaires mailed to a sample of 2,300 small
to medium size manufacturing firms in the Midwestern United States. Approximately 777

usable responses were received, yielding a response rate of 33%. The survey covered
relevant information such as: attitudes toward exports, perceived barriers to export
expansion, familiarity and utilization of export assistance programs, importance of export
assistance programs. Based on responses firms were classified into four categories: NonExporters, Export Intenders, Sporadic Exporters, and Regular Exporters. "Non-Exporters"

were those who did not export and had no interest in exporting. Those who were not
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exporting, but would like to explore exporting opportunities were classified as "Export
Intenders." "Sporadic" and "Regular Exporters" were categorized as those who exported
on a sporadic and regular basis respectively. Statistical procedures focused on bivariate
analysis. Analysis of variance and chi-square tests were conducted to determine if

significant differences in perceived needs existed among the four groups.
The results suggested that the importance of perceived barriers to initiating or
expanding exports differed significantly among firms at different internationalization

levels. Export Intenders and Sporadic Exporters perceived f>oor knowledge of foreign
markets as the primary barrier to exporting, while Non-Exporters perceived unmet
demands in domestic markets as the primary barrier. The lack of ability to adequately
follow-up on trade leads was considered the primary barrier by Regular Exporters.
Analysis also revealed that the importance firms assign various export assistance programs
depends on the stage of internationalization. Export Intenders and Sporadic Exporters

perceived export marketing consulting services as the most important assistance programs,
while Regular and Non-Exporters perceived computerized trade leads and state and private
programs that promote state's products as most imjwrtant, respectively. Levels of
awareness and utilization were found to vary among the four groups. While no clear-cut

pattern was found, Regular Exporters and Export Intenders seemed to take advantage of
local chambers of commerce more than the other two groups. Results lend support to the

hypothesis that perceived needs in export market development, as well as the hierarchy of
these needs, differ according to firms' location along the internationalization path. The
authors suggest these results reveal a need for export assistance programs designed with
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clear target audiences in mind.

Barringer, Wortman, and Macy (1994) developed and tested a model for reducing
export inhibitions in small agribusiness firms through organizational processes that
emphasize planning and information acquisition. Their objective was to give a better

understanding of export inhibition sources and the organizational processes that may
reduce them. Export inhibitions were defined as psychological processes that keep

decision makers from pursuing realistic export opportunities. The authors suggest that
these inhibitions are often imagined, representing managerial barriers rather than real
barriers to exporting. This study focused on small agribusinesses who are either exporting
or have the potential to export.

First, a model for reducing export inhibitions was developed. The model was
based on the theory that conflicting desires, such as the desire to expand geographically
and the desire to minimize risky, cause export inhibitions to arise, thus creating a need for

inhibition reducing processes that would aid decision makers in objectively evaluating
export opportunities.

Three sources of export inhibitions were identified; export

desirability, export risk, and export complexity. Export desirability referred to the degree
to which exporting was considered a desirable source of sales growth. If decision makers
felt uncertain about export opportunities, it was felt that these opportunities would not be
desirable. Export risk referred to the perceived riskiness of export sales. A simple lack
of information and interest can cause decision makers to perceive situations as riskier than
they actually are (Barringer, Wortman, Macy 1994). Export complexity referred to the

perceived complexity of the exporting process. Three organizational processes with the
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potential to reduce export inhibitions were proposed: export planning, export-specific
information search, and a firm planning horizon. Export planning was considered to be
the development of a distinct export plan and the incorporation of that plan into the firm's
operation. Export-specific information search referred to decision makers' efforts to seek

out and use information concerning export opportunities. The firm planning horizon
describes how far into the future decision makers attempt to anticipate environmental
trends.

Data was gathered from a sample of 281 Midwest agribusiness exporters. Sample

firms were surveyed via a mail questionnaire. A total of 151 usable responses were
received, yielding a response rate of 54%. Respondents were asked to rate their
perceptions about the sources of inhibitions. Respondents were also questioned about the
organizational processes thought to reduce inhibitions. Based on responses, firms were
categorized as planners or nonplanners and as high information search or low information
search firms.

Descriptive statistics revealed that respondents used a proportionally higher
percentage of secondary information sources (e.g., trade journals, international business
magazines, etc.) as oppose to primary ones (e.g., international trade shows, foreign trade
missions, etc.). The authors suggest that this may be due to the lack of sufficient
resources, on the part of small agribusinesses, to utilize primary information sources.
Analysis of variance was used to test the relationship between sources of inhibition and
organizational processes. In general, this analysis revealed that the data supported the

hypothesis that these three organizational processes are effective in reducing export
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inhibitions. A three-factor main effects model was developed to assess the effect of the
organizational processes on export inhibitions. The results from this model indicated that
firms who were export planners were high in export-specific information search, had a

long planning horizon, and perceived exporting as relatively less risky.
This concludes the review of the survey data analyses. These studies have the
advantage of drawing conclusions based on individual perceptions. Analyses concerning
promotional programs were performed on data consisting of the perceptions of intended

beneficiaries of such programs. Who better to know the short-comings of these programs
than those who use them.

However these studies are not without disadvantages.

Although statistical procedures were used to identify significant differences and effects

among variables, these analyses provided no measure of effectiveness. This is a major
disadvantage of these studies.
Kinnucan and Clary (1995) considered cheese advertisements in Canada have

affected consumer awareness. Their objective was to create a systematic understanding
of the potential roles generic and branded advertising in the consumer choice process. To
do this they developed an inference-based model that attempted to distinguish between the
different roles generic and branded advertising in a consumer setting.
The authors developed a theoretical framework which posited that advertising

information modifies the way in which consumers draw inferences from product attributes,
the way a consumer experiences a product. It was also hypothesized that generic and

branded advertising modify inferences in different ways. Generic advertising was expected
to affect those inferences which were relatively remote from the final purchase decision
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(e.g., perception and preference). Branded advertising was expected to primarily affect
those inferences immediately prior to the purchase decision (e.g., product choice). From

this underlying theory came the development of the inference-based model. Based on the

assumption that advertising was effective, the model implicitly assumed that awareness of
branded or generic advertising influences consumers' beliefs about product attributes,
which in turn affects attitudes toward the product, which in turn increases consumption of
the product.

The model was structured into four equations. The first equation specified
awareness as a function of socioeconomic variables (e.g., advertising), and the second
equation specified beliefs as a function of awareness and socioeconomic variables. The

third equation specified attitude as a function of beliefs and awareness, while the fourth
equation specified purchase behavior as a function of attitude, awareness, and
socioeconomic variables. All equations contained a random disturbance term. The
recursive structure of this model allowed for the identification of both direct and indirect

effects of advertising.
Cross-sectional data on 1,277 Canadian households was used to estimate the model.

Data was collected in a 1989 survey designed to gather information about consumer

awareness of butter and cheese advertising. A restricted sample of 892 was used for model

estimation. The restricted sample consisted of only those responses that had complete
reporting on all variables. Awareness and belief equations were estimated using the probit
technique. The awareness equation was used to bring advertising into the model. Three
belief equations were estimated: one concerning consumer perceptions as to the nutritional
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value of cheese, another concerning consumer perception of cheese as a good value, and
the other concerning consumer perception of cheese as a snack for kids. The attitude

equation was estimated using ordinary least squares (OLS) and ordered probit. Two
purchase behavior equations were estimated: one for natural cheese and one for processed
cheese. The natural cheese equation was estimated using OLS. The processed cheese
equation was estimated using two alternative methods: the tobit and Cragg models. The

tobit model was used for the assumption that the participation and consumption coefficients
were the same, while the Cragg model relaxes this assumption. Disturbance terms were
assumed to be homoscedastic and mutually uncorrelated.

The empirical results indicated that advertising was significant in the belief
equations; belief variables were significant in the attitude equation; and attitude was
significant in at least one of the consumption (purchase behavior) equations. In general,
this supported the recursive structure of the model. In the belief equations both branded
and generic advertising were significant. In the attitude equation, generic advertising was
significant, but branded was not. In the consumption equations both branded and generic
advertising were significant for processed cheese, but neither were significant for natural

cheese. This mixed pattern of significance prevented any distinct conclusions about the
relative roles of generic and branded advertising from being drawn. The authors only
suggested that both approaches influence purchase behavior. The results from the Cragg
model of the processed cheese equation indicated that generic advertising affected both the
participation and consumption decisions, while branded advertising only affected the

participation decision. This lead the authors to suggest that branded advertising appeared
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to be more effective in drawing new consumers into the market than at influencing current
consumers to increase their consumption levels. In general, these empirical results allowed
the authors to conclude that branded and generic advertising play mutually reinforcing
roles throughout the consumer decision process.

This study improves upon the previously reviewed survey literature in that it uses
regression techniques to determine and measure the perceived effects of both generic and
branded advertising. An application of these types of technique to perceptions concerning
export promotion could yield valuable results.

In summary, the body literature concerning export market development programs

lends itself to segmentation according to quantitative analysis. Descriptive time-series
studies make up the largest portion of export promotion literature.

These studies

disaggregate promotional data in an attempt to give an informative description as to the
allocation of export promotion expenditures. This portion of the literature serves as a

prerequisite for further more advanced research by providing simple statistics that draw
attention to areas of interest. The second segment of the literature consists of aggregate
time-series studies. In these studies econometric analysis was applied to aggregate timeseries promotion in an attempt to assess the effectiveness of promotional expenditures on
export sales. These studies are more advanced than descriptive analyses, but the use of
aggregate data gives rise to conclusions that are very general in nature. The last segment
of the literature comprises those studies that make use of statistical procedures to analyze

survey data. These studies focus on individual perceptions of those who are the intended
beneficiaries of market development activities. Although the statistical procedures used
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in these studies are sufficient for determining significant perceived differences and effects,
they do not provide a way with which to measure the perceived effectiveness of
promotional activities. The advantages and disadvantages of, as well as the techniques
used in, the previous literature concerning export promotion should be taken into account
when conducting future research in this area.
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CHAPTER 2
AN ASSESSMENT OF THE ALLOCATION OF MPP FUNDS

Role of Export Promotion Programs and the MPP

In recent years the promotion of agricultural commodities has become an important
policy issue for the United States. Due to increased competition in the domestic market
and a slowdown in the U.S. economy, many small agribusiness firms may find it necessary
to rely on exporting to expand or possibly maintain existing sales and profit levels and to
diversify risk (Barringer, Wortman, Macy, 1994). The appreciation of the dollar in early
to mid-1980's, due in part to high interest rates, caused a decline in U.S. agricultural

exports. This decline, along with the previously mentioned increase in competition, has
created a need for product promotion designed with the goal of increasing foreign demand
for U.S. agricultural commodities thus expanding the U.S. market share in these foreign
markets. Product promotion is considered as any activity that attempts to increase the
sales of the particular product in question.
Small agribusinesses often lack the resources necessary to conduct the level of

export promotion necessary to expand and develop foreign markets for agricultural
commodities. This lack of sufficient resources gives rise to the need for government

assistance in the promotion of U.S. agricultural exports. The Foreign Agriculture Service

of United States Department of Agriculture (FAS/USDA) has taken an active role in
assisting agricultural producers in promoting their products abroad through the Market
Promotion Program (MPP). Market Promotion Program funds are categorized in two
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general types of promotional activities: funds for generic promotions and funds for

branded promotions, with branded promotions receiving the majority of funds. The
objective of the MPP is to assist in the development, maintenance, and expansion of
potaitial and existing commercial export markets for U.S. agricultural commodities. This

is accomplished through cost-share assistance to eligible firms. Funds are given by the
FAS to eligible trade organizations who in turn distribute the funds among firms. Firms

who face unfair trade practices or significant trade barriers in foreign markets are given
special consideration for MPP assistance.
Critical Analysis of the MPP
In recent years the MPP has come under criticism from Government Accounting

Office (GAG, 1993). In a 1993 report, the GAG alleged that MPP funds have been

distributed in a biased fashion toward large rather than small firms. The GAG suggested
that small firms may have a greater need for government promotional assistance due to
their more limited resources and infrastructure for foreign markets and proposed that MPP
be targeted more toward small and medium sized firms. The GAG suggested that large
firms may have significant resources specially designated to promote exports. Therefore,
compared with smaller firms, greater opportunities exist for substituting government funds
for the firm's private promotional funds, rather than augmenting the promotional funds
base of the firm. The GAG also proposed that the program focus more on new-to-export
agribusinesses to achieve the greatest gains in exports from distribution of MPP funds.
New-to-export firms would also likely have less well-established budgets or privately

funded programs for export promotion. In subsequent years, the FAS encouraged greater
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distribution of funds to small and medium sized firms and new-to-export firms in its
program requirements.
Past studies concerning TEA/MPP funds have concentrated on the allocation of

funds among market development activities, commodities, and export markets
(Henneberry, Ackerman, Eshleman 1992). These studies have served as preliminary
summarization of aggregate allocations providing the basis for further research. No

empirical studies have been conducted concerning the allocation of MPP funds among
firms according to size and export experience; and therefore, there is no empirical
evidaice to lend support to GAO's claim of a greater proportion of MPP funds going to
large firms or more experienced firms. Also, no study has examined the impact of MPP

funds across firm size, export experience, and other factors. Hence, no empirical basis
is available for support greater impact of MPP funds on exports from small or new-toexport firms.
The body of literature dealing with federal export assistance programs for U.S.

agribusinesses is void of any firm level analysis. This study uses firm level data and
allows analysis concerning federal export assistance of agricultural commodities to be
conducted at the firm level. A number of firm level studies have been conducted on non-

agricultural firms that examined the influences of export assistance needs and the
importance of export promotion. Naidu and Rao (1993) identified differences in assistance

needs among firms at different stages of the internationalization process. Their analysis
revealed that the importance firms assign various export assistance programs depends on
the stage of internationalization. Export intenders and sporadic exporters perceived export
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marketing consulting services as the most important assistance programs, while regular and

non-exporters perceived computerized trade leads and state and private programs that
promote state's products as most important, respectively. These results tend to suggest

that promotion is viewed as a critical assistance need by more experienced exporters.
Howard and Borgia(1991) surveyed 1179 manufacturers and found no significant between

small and large firms in perceived difficulty of sales promotion activity. Sriram and
S^ienza(1991) studied small verses large exporters and found that small firms tend to use
a less customized approach to advertising and promotion in export markets. Their results
also indicate that firms which customize their products tend to attain higher market shares

in export markets than those which do not.
Study Objectives
The objectives of this study are to ascertain the relationship, if any, between the
allocation of MPP funds and firm size and export experience. Specifically, this study will

empirically examine the impacts of firm size, export experience, and other factors upon
the allocation of MPP funds. A selection model is estimated to account for impacts of
nonresponse bias on estimated coefficients in the model for MPP allocation.
Data and Methodology

Data to conduct the empirical analysis are from FAS records and from MPP
participants via a mail questionnaire. Foreign Agriculture Service records were used to
develop a mailing list of 764 U.S. firms that participated in the 1993-94 program year

MPP (branded portion). A mail survey was sent in September 1995. Dillman's method
for mail surveys was used (Dillman). Approximately one week after the initial mailing
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a follow up postcard was sent to nonrespondents. About two weeks later, a second mailing
was salt to nonrespondents. In conjunction with the second mailing, nonrespondents were

called with a telephone reminder. In the questionnaire, firms were questioned about the
MPP application process, changes in exports during the program year, perceived export
barriers and assistance needs, exporting plans and strategies, and general characteristics
of the firm. Of the 764 firms that were surveyed, 230 returned usable responses. Survey
questions were developed through interaction with FAS officials and a focus group

consisting of representatives from agribusinesses which were currently exporting, had
never exported, and had exported previously but discontinued exporting activities. After
the survey questions were developed questionnaires were mailed to 20 pre-test firms.
These firms were asked for comments and suggestions concerning the questions. Pre-test
responses did not suggest any significant changes in the questionnaire.

Two models are estimated in this study. The first is a probit model to explain the
probability of response. This model is estimated to examine for nonresponse bias across
firm characteristics known for both respondents and nonrespondents. The second model
is estimated to examine the effects of firm size, export experience, nonresponse bias, and
other factors upon MPP allocation.
Model Specification

A selection model was used to examine and account for any nonresponse bias in
the budget allocation model (Greene, 1993). A dummy variable(RESPONSE) was created

reflecting whether the firm responded to the survey. A probit model was estimated to

explain the probability of response. The estimate of the Inverse Mill's Ratio(IMR)from
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the probit model was included in the allocation model in order to account for any impacts
of nonresponse bias on allocation model estimates. The selection mechanism is:
(1)

ResponsCi* =

+ Ui,

where:

Responscj = 1 if Responsci* >0, Responsej = 0 if Responsei*:£ 0
Prob (Response;=1) =

Prob (Response;=0) = 1-<I>(y'<0;).
Response;* is an unobservable variable, in this case benefit from responding to the survey.
Ci); are the variables explaining benefit from response. The regression is:

(2)

Allocation = P'X; +8; observed only if Response; = 1
where:

(U;,8;)~bivariate normal (0,0,l,a8,P),

E[Allocation I Response;=1] = P'X 4- PoeA(Y'o)).
Estimates are obtained by the regression of Allocation on X and X (IMR), where:
X=(J)(Y'o)i)/0(Y'coi)

(|)(Y'o)i)=«o/7«a/ density for y'ooi
0(Y'toi)=/Jo/7wa/ distribution function for
Response was hypothesized to be influenced by the cooperator the funds were received
through, industry type as measured by a three digit SIC category, and the region the firm

is located in. Variables for the probit model and their definitions are listed in Table II'.

'All tables for this chapter are listed in Appendix I.
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The hypothesized probit model is:
(3)

Pr(RESPONSE=l)=f(CPl, CP2, CP3, CP4, CPS, D201, D202, D203, D204,
D205, D206, D207, D208, D209, WEST, SE, NE).

This study examines the relationship between the amount of funds allocated to a

particular firm and characteristics of the firm. This requires the development of a model
which will capture the relationship between the allocation of funds and characteristics
across firms. Testing for differences in allocation across firm sizes and export experience

are goals of this study. Other variables which may play an important role in the allocation
decision must be included in the model also. Along with firm size and export experience,

allocations were hypothesized to be influenced by other factors: export experience level
of the firm, export marketing strategies used by the firm, use of other FAS assistance

programs, barriers to exporting, regional cooperator which funds were received through,
and facility type. Based on Wald-test statistics, variables from each factor group were
selected for inclusion in the model. The hypothesis that the marginal affects of firm
characteristics on the allocation of MPP funds does not change across small and large firms

as defined by the SBA is tested. This test is conducted by using a dummy variable which
allows a representative firm to be classified as small or large. The dummy variable is used
as an intercept shifter and to test for slope shifts, allowing the model parameters to be
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tested to determine if they differ across large and small firms^.
The hypothesized model for allocation is:
(4)

ALLOCATION=f( REQUEST, EMP, SQEMP, SAL2, SAL3, SAL4, SALS,
DSm,INT3,INT4,INT5, EXP,SQEXP,INTMKT, SPROD, SADVERT, TBB,

SHOWS, AWARE,RESTR, CPl, CP2, CP3, CP4, CPS, SUBSID, LAMBDA).

See Table 12 for complete variable definitions. The amount requested (REQUEST) is
included since allocation amounts are likely impacted by the amount the firm asked for in
their application. In order to test for impacts of size upon allocation, value of sales(SAL)
and number of employees(EMP) variables are included in the model. The number of

employees is also squared (SQEMP)to examine any nonlinearities in the effects of firm
size upon allocation.
To capture any effects of subsidiary or branch status of the firm, the variable
SUBSID is included in the model. Years of export experience (EXP)and a squared term

(SQEXP) allow examination of the effects of "new-to-export" status on allocation. A
dummy variable representing whether the firm had an international marketing department
(INTMKT)is included to examine if specialized export personnel impacted funding levels.
The variables SPROD and SADVERT are included in the model to test whether greater

funding levels went to firms that practiced specially tailoring products or promotional

^In 1993, GAG suggested that FAS use the criteria set by the Small Business
Administration(SBA)in their decision process concerning the allocation offunds. For
food processing firms SBA categorizes firms according to the number offull-time

employees(by SBA regulations, for most food processors, a firm is considered small if its
number offull-time employees is 500 or less). This will be the criteria used to define a
small firm in this study(GAG, 1993)
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programs for export markets.

Impacts of use of other FAS services, implying familiarity with FAS programs,

are examined by the inclusion of TBB and SHOWS. Since goals of the MPP are to
promote U.S. products in importing markets and increase buyer awareness, AWARE is
used as a model variable. The variable AWARE is a dummy for whether the firm beUeved
buyer awareness was a significant export barrier. The MPP is also designed to give
special consideration for firms that face undue import restrictions, so the variable RESTR
was included in the model. Dummy variables representing all regional cooperators and
the Wine Institute were included in the model.

The test for estimated parameter changes is conducted by classifying firms as large

or small according to SBA guidelines. A dummy variable(D) was created (D=l if the
number of full-time employees is 500 or less, D= 0 if the number of full-time employees
is greater than 500), see Table 2. The dummy variable was included as an intercept shifter
and interacted with the other variables as a slope shifter. The test for significant intercept

and slope shifts is conducted by a joint Wald Test'.

'The Wald criterion is where a set of J linear restrictions ofthe form

Ho: Rp=q
where each row ofR is a single linear restriction ofthe coefficient. The variance ofa

discrepancy vector a[d]= Var[Rb-q]= o^R(x'x)''R'. The test ofHo on the Wald criterion

is:

w=x^(J)= d'(var[d]"')d
which is distributed as chisquare with J degrees offreedom (Greene p.188).
36

Results

The results of the probit model are listed in Table 13. The chi-square value for the
probit model was not significant indicating that the regional cooperative, industry type,
and location of the firm are poor predictors of response. These results suggest that there

is no nonresponse bias for firms falling with in these categories. The estimated allocation

model is presented in Table 14. Diagnostic tests indicated the presence of

heteroscedasticity^. The model was estimated using White's estimator for the variancecovariance matrix (Amemiya 1985). White's estimator allows for the calculation of
unbiased standard errors in the presence of heteroscedasticity when the source of the

heteroscedasticity is unknown^
The results for the allocation model used for the hypothesis test are listed in Table

14. The dummy variable for firm size(D) was included in the model and interacted with
all variables in the base model in order to determine if the parameters of the model are

different depending on the size of the firm. Summary statistics by SBA categories are
shown in Table 5. A Wald test was conducted to see if size variable(D)and the variables

created by interacting D with the base model variables significantly changed the model
parameters. The results of this Wald test revealed that there is a change in the parameter

^he Glesjer's test was used where the absolute values of e are regressed on X. The
resulting calculated chisquare value indicated the presence of significant heteroscedasticity
(Greene, p.396).
^White's Estimator for the variance covariance matrix is:

Est Var[b]= n(x'x)''

(x'x)"*' where

(Greene,p.391).
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= l/nJ^ei^XjX;'

estimates according to firm size, as defined by SBA, for the budget allocation model (Chisquare = 16222.3 , with 23 df.).
The coefficient for the size dummy(D) suggests that the intercept for small firms

is shifted up from -$760,760 (the large firm intercept) to $68,670. For each additional

dollar requested large firms receive $1.23, while small firms only receive $.78. The
results indicate that as the number of employees increases the allocation of funds to large

firms increases by approximately $184, while for small firms the allocation decreases by
about $175. For a large firm (a firm with more than 500 employees) having sales of
$50,000,000 or more increases their allocation by $16,092, and for a small firm having

sales of $50,000,(X)0 or more in sales tends to increase their allocation by $103,389. The
hiring of an additional employee for both large and small firms which have sales of

$50,000,000 or more reduced their allocation by approximately $118. The effects of
increasing number of employees and sales category depends on whether the firm has SCO
employees or less. For large firms with less than $50 million in sales, an additional employee
adds $183.70 to the firm's allocation. If the firm has $50 million or greater in sales and is
large, then an additional employee only adds $65.71 to its allocation. The squared terms on
employees show that turning points for effects of number of employees are at 20,076
employees for large firms with $50 million or greater in sales and 56,123 employees for large
firms with less than $50 million in sales. For small firms with less than $50 million in sales,

an additional employee decreases allocation by $175.03. For small firms with at least $50
million in sales, allocation decreases by $388.84 with each additional employee. The squared

terms on employees show that turning points occur at 217.78 employees for small firms with
less than $50 million in sales and at 483.83 employees for small firms with at lease $50 million
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in sales.

For large firms, as the number of years exporting increases this tends to decrease

their allocation by $8,308, however for small firms an additional year of export experience
decreases their allocation by only $761. The results also suggest that this rate of decrease
in allocation declines as the number of years exported increases (i.e., it decreases at a
decreasing rate), the turning point for large firms is 76.5 years and for small firms it is
63.3 years. For large firms, having specialized international marketing personnel
decreases their allocation by $191,450. The allocation for a small firm which has
specialized international personnel only decreases by $1,330. A large firm which was

considered a subsidiary or branch location received $193,660 dollars less than a firm that
was not, while a small firm in the same classification received only $3,940 less.
Conducting advertising tailored to export markets increased large firms' allocations

by $127,800, while small firms that tailor advertising to export markets receive only
$19,560 more in MPP allocation than small firms which do not tailor their advertising.
Results also suggest that large firms which tailored products to export markets received

$420,680 more allocation than large firms which did not tailor their products, however
small firms which tailored their products to export markets received $6,3(X) less in MPP
funds than did other small firms which tailor products to export markets.

Both large and small firms using trade leads and buyer alerts provided by FAS

received $39,923 more funds. Large firms using trade shows organized by FAS received
about $297,000 more in funding than large which did not use such shows, while small

firms using these shows only received $20,830 more in funding.
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Small firms who perceived product awareness as a major barrier to the success of

their exporting received approximately $4,830 less in allocation, conversely large firms

perceiving product awareness as a major barrier received about $229,450 more in MPP
funds. The same holds for firms perceiving import restrictions as a major barrier to
exporting. Small firms who perceived import restrictions as a major barrier received
$14,465 less in funds compared with large firms perceiving import restrictions as a major

barrier who received $40,830 more than large firms not perceiving import restrictions as
a major barrier.
Both laige and small firms applying through EUSAFEC increased their allocation

by $35,538 while large and small firms applying through SUSTA increased their allocation

by $19,966 compared with other firms who applied through other cooperators or EIPs.
Large firms applying for funds through MIATCO received about $296,320 more than
firms applying through other regional cooperatives and EIP's while small firms applying
through MIATCO only received $1,200 more. Small firms applying through the Wine
Institute were allocated $22,220 dollars less then those applying through other regional
cooperative and EIP's, however large firms applying through the Wine Institute received

$498,140 more. Applying for funds through WUSATA reduced large firms' allocation
by $144,760, yet applying through WUSATA increased a small firm's allocation by
$3,450.
Conclusions

The results from this study provide mixed support of the hypothesis that larger
allocations went to larger firms. For those firms classified as large, according to SEA
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guidelines, the effect of the number of employees on MPP allocation was positive up to
a large number of employees, whereafter it became negative. However having $50 million
or more in sales decreased the effect. For small firms the effect of the number of

employees was negative but became positive at 217 employees for those firms with less
than $50 million in sales, for small firms with $50 million or more in sales the effect

became positive at 483 employees. The results imply that for firms that are either very
large or very small the number of employees has a negative influence on the amount of
allocation the firm receives.

The results suggest that smaller firms received less per dollar requested than did

large firms. Results also suggest that having specialized international marketing personnel
has a negative effect on the allocation amount, however this negative effect is less for
small firms. For small firms tailoring of advertising increased their allocation, however
tailoring their products did not increase the allocation. Some evidence exists in the
literature that tailoring products for export markets is helpful for long-term export growth

(Cavusgil and Kirplani; Sriram and Sapienza). Two goals of the MPP program are to
increase buyer awareness and overcome undue import restrictions. For large firms the
perception of buyer awareness and undue import restrictions increased their allocation,
howevCT for small firms the perception that buyer awareness and undue import restrictions
were barriers negatively influenced their allocation.
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CHAPTERS

A COMPARATIVE ANALYSIS OF KNOWLEDGE ABOUT AND USE OF
EXPORT ASSISTANCE SERVICES BY EXPORTERS OF HIGH VALUE
AGRICULTURAL EXPORTS ACROSS FIRM SIZE AND LEVEL OF EXPORT
EXPERIENCE

In today's global economy exports play a valuable role in the success of many U.S
agribusinesses. U.S. agribusinesses face many barriers which impair their ability to export

successfully in foreign markets. Many firms lack the knowledge or resources to conduct
successful market promotion activities in export markets. The federal government as well

as many state governments provide assistance services to aid agribusinesses with the goal
of exporting and overcoming export barriers.

The Foreign Agriculture Service (FAS) of the United State Department of

Agriculture (USDA) and other state and federal agencies offer a number of assistance
services (e.g., trade shows, trade leads, assistance from overseas attaches, etc). There are

also many other sources of export promotion assistance for firms (e.g., chambers of
commerce, freight forwarders, marketing research firms, foreign government agencies,
etc.).

Not all exporting agribusinesses find the same assistance services the most

baieficial. Due to certain firm characteristics, such as firm size and the level of exporting

experience, an exporting agribusiness may use different sources of promotional assistance

services. Certain export assistance services may be better designed to fit the needs of
different firms (e.g., some assistance services may tailor to the needs of firms which are
more experienced with exporting).
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study Objective
This study examines the knowledge about and use of export assistance services
across firm size and the level of export experience. One objective of this study is to

determine if there is any difference in knowledge of export assistance services across firm
size and the firm's level of export experience. Another objective of the study is to
determine, for those firms which have knowledge of a particular assistance service, if there

is any difference in use of that service across firm size and export experience level.
Review of The Literature

Halliburton and Henneberry have conducted several studies involving federal non-

price promotion of U.S. agricultural exports. Halliburton and Henneberry (1993a)
examined the non-price promotion programs for U.S. red meat exports using data collected
firom FAS accounting records for The Commodity Market Development Program (CMDP)
and the Targeted Export Assistance Program/Market Promotion (TEA/MPP)ranging from

1986 through 1991. Their results suggested that the largest majority of TEA/MPP and
CMDP funds went to generic consumer promotions. In a similar study Halliburton and

Henneberry (1993b) studied the U.S. non-price market development activities for Peanuts
and found that the majority of TEA/MPP and CMDP funds were accounted for as
branded consumer promotions to Western Europe.
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Halliburton and Henneberry (1995)conducted a comparative analysis of non-price
export promotion programs for U.S. red meat and wheat using FAS data for the
TEA/MPP and CMDP ranging from 1986 through 1988. The results of their study

revealed that there are difference in market development strategies for bulk versus valueadded products (wheat being a bulk commodity and red meat being a value-added
commodity). Specifically they found that the majority of wheat promotions were
accounted for as trade servicing and technical assistance activities in lessor developed
countries while red meat promotions consisted of primarily generic consumer promotions

to higher developed countries. Howard and Herremans(1988) surveyed 1,179 small U.S.
firms who were successfully exporting. They found that the eight agencies or groups
which were the most helpful to these small exporters were foreign distributors, trade fairs,
U.S. Department of Commerce, U.S. banks. State Department of Commerce, foreign
banks, U.S. Chamber of Commerce, and foreign manufacturers.

De Noble, Castaldi, and Moliver (1989) surveyed 1.478 small business New
Jersey-based exporters and that found that the most important services that these small
business exporters desired from export trading companies were: a) the ability to discover

or open new foreign markets; b) the establishment of personnel contacts with potential
foreign buyers; and c) knowledge of the foreign markets' competitive conditions. Naidu
and Rao (1993) surveyed 2,300 small to medium sized manufacturing firms in the U.S.
concerning their attitudes towards exporting and various export assistance programs. In
their study the authors found that differences existed between nonexporters, those who

intended to export, those who exported sporadically, and those who regularly exported
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with respect to the perceived importance of factors in initiating or expanding exports as
well as the familiarity and use of export assistance programs.
Data and Methodology

Data used to conduct the analysis was compiled from FAS records and from MPP
participants via a mail questionnaire. Foreign Agriculture Service records were used to
develop a mailing list of 764 U.S. firms that participated in the 1993-94 program year

MPP (branded portion). A mail survey was sent in September 1995. Dillman's method
for mail surveys was used (Dillman). Approximately one week after the initial mailing
a follow up postcard was s^t to nonrespondents. About two weeks later, a second mailing
was salt to nonrespondents. In conjunction with the second mailing, nonrespondents were

called with a telephone reminder. In the questionnaire, firms were questioned about the

MPP application process, changes in exports during the program year, perceived export
barriers and assistance needs, exporting plans and strategies, knowledge about and use of

export assistance services, and general characteristics of the firm. Assistance services
include specific services offered by the FAS. Respondents were also asked about
knowledge and use of services offered by a variety of other state and federal agencies, as
well as trade associations, and private firms.
Of the 764 firms that were surveyed, 230 returned usable responses. Survey

questions were developed through interaction with FAS officials and a focus group
consisting of representatives from agribusinesses which were currently exporting, had

never exported, and had exported previously but discontinued exporting activities. After

the survey questions were developed questionnaires were mailed to 20 pre-test firms.
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These firms were asked for comments and suggestions concerning the questions. Pre-test
responses did not suggest any significant changes in the questionnaire.
Procedure of Analysis

Survey re^ndents were first grouped into three size categories. Firms with less

than 100 employees and with sales less than $5,000,000 were classified as small, and firms
with more than 500 employees and sales of $50,000,000 or greater were classified as
large. Firms not meeting the large or small criteria were classified as medium size firms.
Firms were also categorized according the their level of export experience. Firms with

less than 5 years of exporting experience were considered new to exporting, those with 5
years or more exporting experience but less than 10 years experience were considered

moderately experienced exporters, and firms with 10 years or more exporting experience
were considered highly experienced exporters. Respondents were grouped according to
whether or not they had knowledge about assistant services. Respondents who had
knowledge of assistance services were then grouped based on whether they had used the
assistance services or not.

The percentage of firms in each size and experience category which had knowledge
of and used the export assistance services were calculated. Chi-square tests were also
conducted to determine if there was an association between: knowledge of an assistance
service and firm size, knowledge of an assistance service and the firm's level of export

experience, use of a service and firm size, and use of a service and the firm's level of
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export experience'.
Results

The results presented in Tables III and 112 show that at least 50 percent of the

respondents were familiar with each of the services offered by the Foreign Agriculture
Service. Respondents were most familiar with trade shows organized by FAS, trade leads,

buyer alerts, or buyer and supplier lists, and FAS publications for exporters. A somewhat
lowCT percent were fiamiliar with services primarily for first contact with firms, the TAPO
office services or AgExport Action Kits. The majority of the respondents were also

fcuniliar with services offered by USDA agencies other than FAS, other state and federal
agencies, and trade associations, and other private firms. The exporters appeared to be
least familiar with the service, the National Trade Data Bank, which is an online

computerized trade information service, available through the World Wide Web or by CD
ROM.

The results presented in Tables 113 and 114 show that among those knowledgeable
about services, use rates varied from less than 20% to over 80% , depending on the

service^. Among FAS services, the highest percent used were the publications for
exporters. Trade shows, trade leads, buyer alerts, or buyer and supplier lists, and direct

'The null hypothesis is that there is no association. The test statistic(Qp)is calculated as :
where mjj = ni,n.j/n
Uj. = column totds & n,j= row totals.
The test statistics is distributed as a chi-square with 2 degrees offreedom.

^AU tables for this chapter are listed in Appendix U.
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assistance from overseas attaches were also commonly used. One-stop services designed
for first contact with FAS were the least used.

Most of the firms had used services

offered by their state departments of agriculture. Most had also used the services of

freight forwarders. Least used services were those of the Export-Import Bank.
Assistance Knowledge

For most services, there was no association between knowledge of the service and
firm size. The chi-squaie tests of association reveal that the only service where knowledge
has an association with firm size is that of trade shows organized by FAS. Larger firms

^jpear to be more knowledgeable of such trade shows than smaller firms. Approximately
88% of small firms were aware of these trade shows while about 95% of medium size

firms and 100% of large firms were aware of these trade shows.
The chi-square tests presented in Table 112 reveal that there is an association
betweai the export experience level of the firm and the knowledge of FAS trade shows,
state departments of agriculture, chambers of commerce, export trading/management
companies, and banks. The results suggest that a larger percentage of export experienced
firms are familiar with these assistance services. About 88% of new-to-export firms were

knowledgeable about FAS trade shows while about 94% of moderately experienced and
98% of highly experienced firms were familiar with the shows. Direct assistance from
overseas FAS attaches was familiar to about 70% of new-to-export firms, 72% of

moderately experienced exporters, and 85% of highly experienced exporters. Technical
assistance services were familiar to about 58% of new-to-export firms and 54% of

moderately experienced exporters, however 75% of highly experienced exporters were
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knowledgeable of these services. Approximately 85% of new-to-export firms were aware
of state departments of agriculture as sources of export assistance while about 97% of

moderately experienced exporters and 93% of highly experienced exporters were familiar
with State Departments of Agriculture. Only about 65% of new-to-export firms were
aware of Chambers of Commerce as sources of export assistance, however around 77%
of moderately experienced exporters and about 83% of those highly experienced in

exporting were aware of this source of export assistance. Approximately 86% of new-toexport firms and 82% of moderately experienced exporters were aware of export
trading/management companies while about 95% of highly experienced exporters were

familiar with this type of service. Roughly 83% of new-to-export firms were aware of
banks as sources of export assistance while about 92% of highly experienced exporters and
97% of moderately experienced exporters were familiar with banks' export assistance.
Assistance Use

As indicated in Table 113, there is some association between firm size and the use

of assistance from; a) USDA agencies other than FAS, b) banks , c) marketing research
firms, and d) other private firms with export experience as sources of export assistance.

A greater percentage of large firms that know about these services actually use them than
do small and medium size firms. About 46% of small firms actually used USDA agencies

other than FAS while approximately 72% of medium size and 62% of large firms used
these agencies for export assistance.

Roughly 47% of small firms, who were

knowledgeable export assistance services provided by banks actually used these services
while about 65% of medium size and 68% of large firms used these services. Marketing
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research firms were used for export assistance by roughly 15% of small firms, 18% of
medium size firms, and 55% of large firms who were familiar with their services. Only
about 28% of small firms who were familiar with other private exporting firms sought
assistance firom them, however 47% of medium size firms and 66% of large firms who
were familiar with other exporting firms used these firms for export assistance. Thedn-

square tests indicate that, of the firms who know about the export assistance services, there
is some association between the firms' level of export experience and their use of FAS
attaches, technical assistance, freight forwarders, banks, and other private firms with

export experience as sources of export assistance. From Table 4, it appears that as firms
become more experienced in exporting they tend to use these services more. About 41%

of new-to-export firms who were aware of FAS attaches used their export assistance
services while about 61% of moderately experienced exporters and 65% of highly
experienced exporters who were familiar with these attaches used their export assistance
services. Approximately 25% of knew-to-export firms who were aware of technical
assistance services used those services while about 42% of moderately experienced
exporters and 58% of highly experienced exporters who were aware of technical

assistance services used the services. Freight forwarders were used by about 76% of newto-export, 91% of moderately experienced, and 92% of highly experienced exporters who
knew about their services. Banks were used by approximately 48% of new-to-export, 66%
of moderately and highly experienced exporters who were familiar with their export
assistance services. Roughly 31% of new-to-export firms who were familiar with other

exporting firms used assistance from these firms while about 40% of moderately
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experienc5ed exporters and 55% of highly experienced exporters who knew of such firms
used their export assistance services.
Conclusions

The results from this study suggest that among the HVP exporters surveyed, most
were knowledgeable about a variety of services provided by FAS and by their state
departments of agriculture. The exporters were also knowledgeable about other federal

and state export assistance services. An exception was the unfamiliarity with the National
Trade Data Bank, which could in part reflect access levels to the World Wide Web. While

knowledge of assistance services across firm size only differed across firm size for FAS
trade shows assistance, the use of a number of services including export assistance offered
by USDA agencies other than FAS and privately provided services from marketing

research firms and other export experienced firms did vary across firm size. For each of
these, higher percents of larger firms used the services than did smaller firms.
The results suggest that for many of the services, knowledge and use are associate
with experience level.

More experienced exporters tended to be informed about trade

shows organized by FAS, direct assistance from overseas FAS attaches, technical
assistance from FAS, state departments of agriculture, other state agencies, chambers of
commerce, export management/trading companies, and banks than were less experienced
firms. Use of several services also appeared to be greater among larger firms, including
technical assistance from FAS, direct assistance from FAS attaches, freight forwarders,
banks, and other private firms with export experience.
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A General Accounting Office Rqx)rt has suggested that the best means to increase
exports may be to taiget assistance to new-to-export and small firms(GAG, 1993).

The

results firom this study do not suggest that among HVP exporters, that there was a great
difference in knowledge or use of services across firm size. However, differences in
knowledge about a numbCT of publicly funded assistance programs did exist across export
experience level.

Fewer differences in use across experience level existed among

knowledgeable firms. These results would tend to suggest that advertising of export

assistance services may need to be targeted more toward less-experienced firms, to inform
these firms that the services are available.

If a future goal of export assistance programs is to attract new-to-export
firms or to provide special assistance to small firms,(GAG Report 1993), then these small
and inexperienced firms should be made more aware of the services available to them.
State and federal export assistance services should be marketed more towards these type

of agribusinesses in order to increase their knowledge such services. These agribusinesses

should also be encouraged to seek assistance from other firms who have been successfully

exporting for a number of years. Gnce the firms have been made aware of the services
that are available then it is the job of the agency providing the service to make the use of

the service as easy as possible so as to further encourage firms to take advantage of the
assistance available to them, and thus increasing the chances of successfully exporting their
products.
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CHAPTER 4
SUMMARY AND CONCLUSIONS

1. Summary
With increasing incomes and standards of living in many developing countries

exporters of U.S. agricultural products are faced with the dilemma of not only maintaining
existing markets shares but also developing niches in newly developed markets. Many
U.S. agribusinesses who are currently exporting or have the potential to export may lack
the funds required to conduct adequate product promotions in foreign markets. There are
federal programs available which provide export promotion assistance to U.S.
agribusinesses. The Foreign Agriculture Service(FAS) of the United States Department
of Agriculture (USDA)implements one such program, the Market Promotion Program
(MPP). Specifically this program is designed to provide generic and branded product

promotions to U.S. agribusinesses who face undue export barriers in foreign markets.
In recent years allocations of federal promotion funds to large experienced
exporters of U.S. agricultural products have been questioned. The argument is that these
large firms have adequate resources available for export promotion and would only
substitute federal funds for private funds. If this is the case, then overall dollars spent on

promotion of U.S. agricultural exports would not be increased. On the other hand, if funds
are given to smaU less experienced firms who do not have sufficient promotional resources
then promotion of U.S. agricultural exports would be increased since there would be no
substitution of funds by these firms. Therefore it has been suggested that promotional

programs for U.S. agricultural exports may receive higher returns per dollar if funds are
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allocated to smaller firms who lack the funds to otherwise conduct successful promotional
campaigns.

This study examines export assistance across firm size and export experience.
Specifically, the study examines if MPP funds have been allocated in a biased nature
toward larger more experienced firms and if differences in knowledge and use of export

assistance services exist across firm size and export experience levels. The first study used
econometric analysis estimate an allocation model for MPP funds and then to test for any
allocation bias. The second study used descriptive analysis to determine if differences in
firms' knowledge and use of export assistance services were associated with firm size and
export experience level.
2. Conclusions

The results provided mixed support of the hypothesis that larger firms received
larger MPP allocations. For small firms (the Small Business Administration classifies

firms with 5(X) employees or less as small and firms with more than 500 employees as
large) with less than $50 million in sales, there is an inverse relationship between

employees and allocation up to 217 employees. After 217 employees the number of
employees has a positive effect on the firm's allocation of MPP funds. For small firms
with more than $50 million in sales the effect of addition employees becomes positive at

483 employees. The employee effect on MPP allocation for large firms with more than
$50 million in sales was positive, however this effect was larger for firms with less than
$50 million in sales and become negative at a very large number. These results suggest

that the number of employees has a negative effect on MPP allocation for very large and
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very small firms.
Smaller firms received less for every dollar requested than did large firms.
Although two goals of the MPP are to increase buyer awareness and help firms overcome
undue import restrictions, small firms who perceived these as major barriers received less
funding than those small firms which did not while large firms who perceived these as
major barriers received more funding than other large which did not. Firms with
specialized international marketing personnel received less money than those without this
specialized personnel, however this negative effect was less for small firms. In summary,
it appears the effect of certain firm characteristics on MPP allocation depends on the size
of the firm.

Results of the descriptive analysis suggest that there are differences in knowledge
about and the use of certain export assistance services depending on the size of the firm
and the level of export experience. Large firms are more familiar with FAS sponsored

trade shows. Large firms tend to make use of USDA agencies other than FAS more often

than do smaller firms. They also use private sources of export assistance such as banks,
marketing research firms, and other private firms with export experience more than small
firms.

Differences in knowledge were more prevalent across export experience levels.

Experienced exporters are more familiar with public sources of export assistance such as
trade shows organized by FAS, overseas FAS attaches, state departments of agriculture,
and state agencies other than agriculture.

Experienced exporters are also more

knowledgeable and civic organizations like chambers of commerce and private
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organizations such as banks and export trading/management companies. Inexperienced
exporters tend to use direct assistance from overseas attaches and technical assistance

significantly less than experienced exporters. Experienced exporters take advantage of the

export assistance services provided by freight forwarders, banks, and other private firms
with export experience more than less experienced firms. In summary, large and more
experienced firms which are exporting agricultural products appear to be more
knowledgeable about and use more export assistance service.

If the goal of the MPP is to attract new-to-export firms into exporting U.S.

agricultural products, then the results of this study clearly imply that the MPP should be
marketed towards these inexperienced firms. Inexperienced firms are less familiar with

and use less of the export assistance services available than do more export experienced
firms. Though there is not much difference in knowledge about export assistance services
across firm size, there is, however significant differences in the use of export assistance

services across firm size, and if a goal of the MPP is to assist small firms then FAS should
consider this and make this program more readily available to these small firms.
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Table 11. Variable Names and Definitions: Response Model
Definition

Variable
RESPONSE

1 if responded, 0 otherwise

CPl

1 if funds were received through EUSAFEC,0 otherwise

CP2

1 if funds were received through MIATCO,0 otherwise

CP3

1 if funds were received through SUSTA,0 otherwise

CP4

1 if funds were received through the Wine Institute, 0
otherwise

CPS

1 if funds were received through WUSATA,0 otherwise

CP6

1 if funds were received through some other cooperator

WEST

1 if the firm is located in the western region of the U.S.,
0 otherwise

SE

1 if the firm is located in the south eastern region of the
U.S.,0 otherwise

NE

1 if the firm is located in the north eastern region of the
U.S.,0 otherwise

MW

1 if the firm is located in the Midwest region of the
U.S.,0 otherwise

D201

1 if the firm produces meat products, 0 otherwise

D202

1 if the firm produces dairy products, 0 otherwise

D203

1 if the firm produces fruits and vegetables, 0 otherwise

D204

1 if the firm produces cereals and grains,0 otherwise

D205

1 if the firm produces bakery goods,0 otherwise

D206

1 if the firm produces confectionary products, 0
otherwise

D207

1 if the firm produces fats and oils, 0 otherwise

D208

1 if the firm produces beverages, 0 otherwise

D209

1 if the firm produces fish and seafood products, 0
otherwise
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Table 12. Variable Names and Definitions: Allocation Model
Definition

Variable Name
ALLOC

Value of 1993-1994 Program Year MPP

Units of Measure

dollars

allocation from FAS

REQUEST

value of request for funds from the '93-'94

dollars

MPP
Firm

Characteristics:
EMP

number of full-time employees

employees

SQEMP

number of full-time employees squared

employees squared

SALl

sales of $249,999 or less

1,0

SAL2

sales of $250,000 to$999,999

1,0

SAL3

sales of $1,000,000 to $4,999,999

1,0

SAL4

sales of $5,000,000 to $49,999,999

1,0

SALS

sales greater than $50,000,000

1,0

INT1-INT5

SALl»EMP-SAL5*EMP

employees, 0

EXP

years export experience prior to 1994

years

SQEXP

years export experience squared

years squared

DSTTMKT

specialized export marketing department

1 if, 0 otherwise

SUBSID

branch location or subsidiary

1 if, 0 otherwise

consumer awareness as an export barrier

1 if considered a

Export Barriers:
AWARE

major barrier, 0
otherwise
RESTR

import restrictions as an export barrier

1 if considered a

major barrier, 0
otherwise

Cooperator:
CP1-CP5

see Table 1.

Use of Other FAS Services:

SHOWS

trade shows organized by FAS

1 if have used, 0
otherwise

TBB

trade leads, buyer alerts, or buyer
and supplier lists
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1 if have used,0
otherwise

Table 12. Continued.
Definition

Variable Name

Units of Measure

Export
Strategies:
SPROD

SADVERT

use specially tailored products for export

1 if yes, 0

markets

otherwise

use specially tailored advertising or promotion 1 if yes, 0
for export markets
otherwise
Meets SBA employee size guidelines
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1,0

Table 13. Response Model results
Variable

Parameter Estimate*
.3487

CPl

(1.217)
CP2

.1375

(.4917)
CPS

.2131

(.9026)
CP4

.1074

(.3847)
.0593

CPS

(.2622)
.0265

D201

(.1022)
D202

-.0004

(-.0018)
-.4737*

D203

(-2.2076)
D204

-.2856

(-1.0864)
.0694

D205

(.2333)
-.1564

D206

(-.4633)
.4181

D207

(.4691)
.0213

D208

(.0970)
-.2039

D209

(-1.0475)
-.0300

WEST

(-.1122)
-.1629

SB

(-.6138)
-.3210

NE

(-1.1839)
-.5120

Constant

(-1.9929)

Likelihood Ratio Test Chlsquare value = 13.72

17 P.P.

"Values in parentheses are t-statistics, * indicates significance at a .05 level.
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Table 14. Estimated Coefficients for Allocation Model
Variable

Parameter Estimate*

INTERCEPT

-760760*

(-20.371)
829430*

D

(35.432)
REQUEST

1.2271*

(74.883)
REQUEST*D

-.4489*

(-3.659)
183.69*

EMP

(31.585)
-358.72*

EMP»D

(-2.049)
SQEMP

-.0016*

(-48.145)
.4034

SEMP*D

(1.188)
SAL2

-11861

(-.0274)
SAL2»D

-11148

(-.0261)
Dsm

-95.790

(-1.0986)
SAL3

32052

(.1206)
SAL3*D

-4555

(-.18084)
192.54

INT3

(.54609)
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Table 14. Continued
Variable

Parameter Estimate*

SAL4

19790*

(1.7948)
INT4

-78.9

(-1.0714)
16092*

SALS

(1.6581)
SAL5*D

87297*

(2.1046)
INT5

-117.58*

(-.22.945)
INT5*D

-95.831

(-.7767)
EX?

-8308*

(-16.111)
7546.7*

EXP*D

(-8.896)
SQEXP

65.653*

(10.902)
SQEXP*D

-60.554*

(-5.0939)
INTMKT

-191450*

(-18.071)
190120*

INTMKT»D

(14.782)
127800*

ADVERT

(9.5188)
-108240*

ADVERT»D

(-5.6348)
PROD

420680*

(19.007)
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Table 14. Continued
Variable

Parameter Estimate'

PROD»D

-426980*

(-19.939)
33923*

TBB

(2.175)
-37119

TBB»D

(-1.8907)
297000*

SHOWS

(115.86)
SHOWS*D

-276170*

(-43.936)
AWARE

229450*

(74.932)
-234280*

AWARE»D

(-26.782)
RESTR

40830*

(26.123)
RESTR*D

-55295*

(-6.0767)
CPl

35538*

(3.0748)
-5190.8

CP1»D

(-.2560)
296320*

CP2

(508.56)
CP2*D

-295120*

(-17.759)
19966*

CP3

(4.4861)
CP3*D

-12911

(-1.0187)
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Table 14. Continued
Variable

Parameter Estimate*

CP4

498140*

(16.799)
CP4»D

-520360*

(-20.336)
CPS

-144760*

(-63.670)
CP5*D

148210*

(16.851)
SUBSm

-193660*

(-20.09)
SUBSID*D

189720*

(14.961)
LAMBDA

-48952

(-1.548)
= .8207

•Values in parentheses are t-statistics, * indicates significance at a .05 level
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Table 15. Summary Statistics for Total Sample and by Firm Size-Means and Standard

Deviations (values in[]are standard deviations for continuous variables)
Variable

Total Sample
(n=169)

Small(SBA)
(n=147)

Not Small(SBA)
(n=22)

BUDGET

56919.11

56083.61

62501.82

[101035.4]

[103732.43]

[82566.10]

60373.59

57159.10

81852.27

[103338.39]

[103986.15]

[98478.50]

REQUEST

323.19

102.17

1800.05

[795.44]

[137.14]

[1517.95]

733443.37

29118.56

5439613.68

[3451681.29]

[62339.66]

[8283150.95]

SAL2

.08

.09

.05

SAL3

.22

.24

.09

SAL4

.34

.39

0

SAL5

.22

.15

.73

INT5

204.37

43.12

1281.82

[677.45]

[117.95]

[1475.32]

EMP

SQEMP

EXP

11.15

10.89

12.86

[13.86]

[12.82]

[19.68]

314.85

281.87

535.23

[1002.11]

[817.56]

[1824.37]

INTMKT

.64

.63

.73

SADVERT

.79

.79

.82

SPROD

.83

.83

.82

THE

.43

.42

.55

SHOWS

.54

.52

.64

AWARE

.56

.56

.55

RESTR

.76

.74

.86

COOPl

.18

.20

.05

C00P2

.17

.18

.09

SUBSID

.15

.14

.23

SQEXP
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APPENDIX n
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Table HI. Knowledge of Export Promotion Assistance Services by Firm Size
Percent Knowledgable About

Service by Size*
Service

ChiSmall

Medium

Large

Square""

a) One-stop Information Service
62.71
61.96
66.67
(Trade Assistance & Promotion Office (Nl=59) (N2=92) (N3=21)
or AgExport Action Kits)

.163

b) Trade Leads, Buyer Alerts, or
Buyer and Supplier Lists

1.008

c) Trade Shows Organized by FAS

81.36

84.78

90.48

(Nl=59) (N2=92) (N3=21)
88.14

95.65

100

5.027*

(Nl=59) (N2=92) (N3=21)

d) FAS Publications for Exporters
(ex: Foreign Market Information
Reports, AGExporter Magazine)
e) Direct Assistance from Overseas
FAS Attaches

f) Technical Assistance (Import
Requirements Information)
g) USDA Agencies other than FAS

77.97

85.87

95.00

3.672

(Nl=59) (N2=92) (N3=20)
76.27

76.09

80.95

.238

(Nl=59) (N2=92) (N3=21)
65.52

61.96

71.43

.723

(Nl=58) (N2=92) (N3=21)
54.24

57.30

80.00

4.303

(Nl=59) (N2=89) (N3=20)

h) State Departments of Agriculture

93.10

88.89

95.24

1.276

(Nl=58) (N2=90) (N3=21)

i) Federal Agencies Other than USDA
83.05
84.44
85.00
(ex: Department of Commerce, Small (Nl=59) (N2=90) (N3=20)
Business Administration)

.068

j) State Agencies Other than

2.731

Agriculture (ex: State Department of

72.88

76.92

90.48

(Nl=59) (N2=91) (N3=21)

Commerce or Economic

Development)
k) Chamber of Commerce

72.88

77.78

71.43

.652

(Nl=59) (N2=90) (N3=21)

1) Export-import Bank(EXIM Bank)

72.88

71.11

80.95

(Nl=59) (N2=90) (N3=21)
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.836

Table III. Continued

Percent Knowledgable About

Service by Size'
Service

m)World Trade Centers or
Associations

n) Freight Forwarders

o
<N

Chi-

Small

Medium

Large

Square**

84.75

71.91

85.71

4.230

II

(Nl=59) (N2=89) (N3=21)
91.53

ON
OO
93.41
II

95.24

.381

(Nl=59) (N2=91) (N3=21)

o)Export Trading/ Management
Companies
p) Banks

87.93

89.47
>—b

s) Foreign Government Agencies

.914

88.14oo

90.00

89.66

90.48

.020

(N2=90) (N3=21)
91.01

(Nl=59)

r) Private Firms With Export
Experience

95.24

(Nl=58) (N2=89) (N3=21)

II
II

q) Marketing Research Firms

88.76

95.24

.962

(N3=21)
94.44

90.00

1.296

71.43

.464

(N2=90)
71.93

76.40

(Nl=57) (N2=89) (N3=21)
t) National Trade Data Bank

56.14

44.94

47.62

1.764

(Nl=57) (N2=89) (N3=21)

* Nl, N2, and N3 are the number of responses in each size category,

b ♦♦♦=significant at .01 probability, **=significant at .05

probability*=significant at .10 probability
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Table 112. Knowledge of Export Promotion Assistance Services by Firm's Export

Experience Level

Percent Knowledgable About Service
by Export Experience*
New-toService

a) One-stop Information
Service (Trade Assistance &

Export

Moderately
Experience

Highly
Experienced

square''
3.440

54.41

66.67

69.12

(Nl=68)

(N2=36)

(N3=68)

Chi-

Promotion Office or AgExport
Action Kits)
b) Trade Leads, Buyer Alerts,
or Buyer and Supplier Lists

79.41

94.44

83.82

(Nl=68)

(N2=36)

(N3=68)

c) Trade Shows Organized by

88.24

94.44

98.53

(Nl=68)

(N2=36)

(N3=68)

77.94

83.33

91.04

(Nl=68)

(N2=36)

(N3=67)

70.59

72.22

85.29

(Nl=68)

(N2=36)

(N3=67)

f) Technical Assistance (Import
58.82
Requirements Information)
(Nl=68)

54.29

75.00

(N2=35)

(N3=68)

FAS

d)FAS Publications for
Exporters (ex: Foreign Market

4.039

6.072**

4.384

Information Reports,
AGExporter Magazine)
e) Direct Assistance from
Overseas FAS Attaches

g) USDA Agencies other than
FAS

h) State Departments of
Agriculture
i) Federal Agencies Other than

USDA (ex: Department of

56.06

55.56

63.64

(Nl=66)

(N2=36)

(N3=66)

85.07

97.22

93.94

(Nl=67)

(N2=36)

(N3=66)

82.09

86.11

84.85

(Nl=67)

(N2=36)

(N3=66)

68.66

88.89

79.41

(Nl=67)

(N2=36)

(N3=68)

4.642*

5.811*

.998

5.334*

.337

Commerce, Small Business
Administration)

j) State Agencies Other than
Agriculture (ex: State
Department of Commerce or
Economic Development)
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5.760*

Table 112. Continued

Percent Knowledgable About Service
by Export Experience*
Service

Export

Moderately
Experience

Highly
Experienced

square*"

k) Chamber of Commerce

65.15

77.78

83.82

6.429*»

(Nl=66)

(N2=36)

(N3=68)

New-to-

1) Export-import Bank(EXIM
Bank)
m)World Trade Centers or
Associations

n) Freight Forwarders

Chi-

65.67

83.33

74.63

(Nl=67)

(N2=36)

(N3=67)

79.10

71.43

80.60

(Nl=67)

(N2=35)

(N3=67)

88.06

94.44

97.06

4.338

86.57

82.35

95.52

4.950*

(Nl =67)

(N2=34)
92.54

5.369*

3.860

1.195

(Nl=67)

o) Export Trading/
Management Companies
p) Banks
q) Marketing Research Firms

83.58

II

97.06 w

(Nl=67)

(N2=34)

88.06

91.43

(Nl=67)

(N2=35)

(N3=67)
92.54

I
(N2=35)
II

r) Private Firms With Export
Experience

89.55

94.12

o\
ON
00
94.03

(Nl=67)

(N2=34)

(N3=67)

s) Foreign Government
Agencies

68.66

82.35

75.76

(Nl=67)

(N2=34)

(N3=66)

51.52

51.43

45.45

t) National Trade Data Bank

(Nl=66) (N2=35)
(N3=66)
* Nl, N2, and N3 are the number of responses in each size category.
b ♦**=significant at .01 probability, *♦== significant at .05 probability,
*=significant at .10 probability
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.825

1.146

2.342

.581

Table 113. Use of Export Promotion Assistance Services by Firm Size
Percent Used Service*
Service

Small

Medium

Large

Chi-

square*"
a) One-stop Information Service
(Trade Assistance & Promotion
Office or AgExport Action Kits)
b) Trade Leads, Buyer Alerts, or
Buyer and Supplier Lists

c) Trade Shows Organized by FAS

37.84

36.84

35.71

.022

(Nl=37) (N2=57) (N3=14)
56.25

48.72

63.16

1.564

(Nl=48) (N2=78) (N3=19)
55.77

62.50

61.90

.646

(Nl=52) (N2=88) (N3=21)

d)FAS Publications for Exporters
(ex: Foreign Market Information
Reports, AGExporter Magazine)
e) Direct Assistance from
Overseas FAS Attaches

f) Technical Assistance (Import
Requirements Information)
g) USDA Agencies other than
FAS

63.04

67.09

73.68

.699

(Nl=46) (N2=79) (N3=19)
55.56

55.71

58.82

.061

(N1 =45) (N2=70) (N3=17)
36.84

49.12

40.00

1.491

(Nl=38) (N2=57) (N3=15)
46.88

72.55

62.50

5.538*

(Nl=32) (N2=51) (N3=16)

h) State Departments of
Agriculture

(Nl=54) (N2=80) (N3=20)

i) Federal Agencies Other than
USDA (ex: Department of

(N1 =49) (N2=76) (N3=17)

72.22

46.94

71.25

46.05

85.00

41.18

1.605

.174

Commerce, Small Business
Administration)

j) State Agencies Other than
Agriculture (ex: State Department

46.51

44.29

36.84

.507

(N1 =43) (N2=70) (N3=19)

of Commerce or Economic

Development)
k) Chamber of Commerce

32.56

31.43

46.67

1.317

(Nl=43) (N2=70) (N3=15)

1) Export-import Bank(EXIM
Bank)

6.98

21.87

17.65

(Nl=43) (N2=64) (N3=17)
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4.254

Table 113. Continued
Percent Used Service*
Service

Small

Medium

Large

Chi-

square*"
m)World Trade Centers or
Associations

38.00

42.19

.219

38.89

(Nl=50) (N2=64) (N3=18)

n) Freight Forwarders

79.63

90.59

3.352

85.00

(Nl=54) (N2=85) (N3=20)

o) Export Trading/ Management
Companies

43.14

46.84

47.06
n•

.319

(N3=20)

(Nl=51)

p)Banks

50.00

65.43

5.090*

68.42

(Nl=51) (N2=81) (N3=19)
II

q) Marketing Research Firms

15.38

18.52

55.00

14.482***

(Nl=52) (N2=81) (N3=20)

r) Private Firms With Export
Experience

28.85

s) Foreign Government Agencies

26.83

47.06
II

66.67

8.920**

(N2=85)
(N3=18)
OV
41.18

46.67

2.926

(Nl=41) (N2=68) (N3=15)

t) National Trade Data Bank

31.25

20.00

30.00

1.296

(Nl=32) (N2=40) (N3=10)

* Nl, N2, and N3 are the number of responses in each size category,

b ♦♦*=significant at .01 probability, **=significant at .05 probability,
*=significant at .10 probability
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Table 114. Use of Export Promotion Assistance Services by Firm's Export Experience
Level
Percent Used Service*
New-to-

Service

Export

Moderately
Experienced

43.24
a) One-stop Information
Service (Trade Assistance & (Nl=37)

Highly
Experienced

square*"
3.180

45.83

27.66

(N2=24)

(N3=47)

55.56

47.06

54.39

(Nl=54)

(N2=34)

(N3=57)

60.00

64.71

58.21

by FAS

(Nl=60)

(N2=34)

(N3=67)

d) FAS Publications for
Exporters (ex: Foreign

60.38

66.67

72.13

(Nl=53)

(N2=30)

(N3=61)

41.67

61.54

65.52

Overseas FAS Attaches

(Nl=48)

(N2=26)

(N3=58)

f) Technical Assistance
(Import Requirements
Information)

25.00

42.11

58.52

(Nl=40)

(N2=19)

(N3=51)

54.05

70.00

66.67

(Nl=37)

(N2=20)

(N3=42)

Chi-

Promotion Office or

AgExport Action Kits)
b) Trade Leads, Buyer
Alerts, or Buyer and
Supplier Lists
c) Trade Shows Organized

.667

.400

1.763

Market Information

Reports, AGExporter
Magazine)
e) Direct Assistance from

g) USDA Agencies other
than FAS

h) State Departments of
Agriculture

i) Federal Agencies Other

71.93

74.29

74.19

(Nl=57)

(N2=35)

(N3=62)

45.45

58.06

39.29

(N2=35)

(N3=62)

than USDA (ex: Department (Nl=57)
of Commerce, Small

Business Administration)
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6.460**

10.449***

1.919

.097

2.839

Table 114. Continued
Percent Used Service*

Highly
Experienced

square*"
2.426

Service

Export

Moderately
Experienced

j) State Agencies Other than

36.96

40.63

51.85

Agriculture (ex: State
Department of Commerce
or Economic Development)

(Nl=46)

(N2=32)

(N3=54)

New-to-

k) Chamber of Commerce

1) Export-import Bank
(EXIMBank)
m)World Trade Centers or

32.56

32.14

35.09

(Nl=43)

(N2=28)

(N3=57)

13.64

23.33

14.00

(Nl=44)

(N2=30)

(N3=50)

35.85

32.00

48.15

(N2=25)

(N3=54)

76.27

91.18

92.42

(Nl =59)

(N2=34)

(N3=66)

39.66

42.86

53.13

(Nl=58)

(N2=28)

(N3=64)

48.21

66.57

66.13

(Nl =56)

(N2=33)

(N3=62)

Associations

Chi-

.104

1.521

2.537

(N3=50)

n) Freight Forwarders

o)Export Trading/
Management Companies
p) Banks

q) Marketing Research
Firms

r) Private Firms With
Export Experience
s) Foreign Government
Agencies
t) National Trade Data Bank

20.34

21.87

24.19

(Nl=59)

(N2=32)

(N3=62)

31.67

40.63

55.56

(Nl=60)

(N2=32)

(N3=63)

34.78

28.57

44.00

(Nl=46)

(N2=28)

(N3=50)

29.41

22.22

23.33

(Nl=34)

(N2=18)

(N3=30)

* Nl, N2, and N3 are the number of responses in each size category,

1.129**

2.359

4.797*

.263

7.258**

1.999

b ***=significant at ,01 probability, **=significant at .05 probability,
»=significant at .10 probability
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